Friday 

November  2,  1979 


Part  IX 

Department  of 
Agriculture 

Food  and  Nutrition  Service 

Food  Stamp  Program:  1979  Amendments 
on  Social  Security  Numbers,  Fraud,  and 
Group  Homes 


63496 


Federal  Register  /  Vol.  44,  No.  214  /  Friday,  November  2,  1979  /  Proposed  Rules 


DEPARTMENT  OF  AGRICULTURE 
Food  and  Nutrition  Service 
7  CFR  Parts  271,  272,  273,  and  278 
[Arndt.  No.  154] 

1979  Amendments  to  the  Food  Stamp 
Act  of  1977:  Provision  of  Social 
Security  Numbers;  Fraud 
Disqualification  and  Recoupment;  and 
Group  Living  Arrangements 

Note. — This  document  originally  appeared 
in  the  Federal  Register  for  Wednesday, 
October  31, 1979.  It  is  reprinted  in  this  issue 
to  meet  requirements  for  publication  on  an 
assigned  day  of  the  week.  (See  OFR  notice  41 
FR  32914,  August  6, 1976.) 

agency:  Food  and  Nutrition  Service, 
ACTION:  Proposed  rule. 

summary:  This  proposed  rulemaking 
amends  the  regulations,  published 
October  17, 1978  (43  FR  47846),  which 
implemented  major  portions  of  the  Food 
Stamp  Act  of  1977.  All  of  the 
amendments  proposed  in  this 
rulemaking  are  the  result  of  changes  in 
the  Food  Stamp  Act  brought  about  by 
the  enactment  of  Pub.  L.  96-58,  93  Stat. 
389,  August  14, 1979. 

The  amendment  sets  forth  procedures 
by  which  social  security  numbers  will 
be  obtained  for  all  members  of  food 
stamp  households  as  authorized  by 
Section  4  of  Pub.  L.  96-58.  That  section 
amended  the  Food  Stamp  Act  of  1977  to 
enable  the  Department  to  require  as  a 
condition  of  eligibility  for  participation 
in  the  Food  Stamp  Program,  that  each 
household  member  furnish  to  the  State 
agency  their  social  security  account 
number  or  numbers. 

In  addition,  this  proposal  would 
amend  the  regulations  so  that 
individuals  subject  to  disqualification 
from  program  participation  for 
fraudulent  conduct  would  be  required  to 
agree  to  either  a  reduction  in  the 
household’s  food  stamp  allotment  or  to  a 
repayment  in  cash  in  order  to  again 
participate  in  the  Food  Stamp  Program 
as  mandated  by  Section  5  of  Pub.  L.  96- 
58. 

This  proposal  would  also  amend  Part 
273  to  permit  each  State  agency  to  retain 
50  percent  of  the  value  of  all  funds  or 
allotments  recovered  or  collected 
through  prosecutions  or  other  State 
activities  directed  against  individuals 
who  fraudulently  obtain  food  stamp 
allotments  to  reflect  changes  brought 
about  by  Section  6  of  Pub.  L  96-58.  The 
proposed  rulemaking  also  sets  forth 
procedures  for  implementing  a  provision 
for  certain  blind  and  disabled  residents 


of  State  certified  small  group  living 
arrangements  to  participate  in  the  Food 
Stamp  Program  as  mandated  by 
Sections  7  and  8  of  Pub.  L.  96-58. 

DATE:  Comments  must  be  received  on  or 
before  December  17, 1979,  in  order  to  be 
assured  of  consideration.  The 
Department  is  under  a  statutory 
mandate  to  issue  final  rulemaking  on  the 
changes  dealing  with  social  security  / 
numbers,  fraud  disqualification  and 
recoupment  150  days  from  the  date  the 
law  was  enacted,  August  14, 1979. 
Because  of  this  mandate,  Robert 
Greenstein,  Administrator,  Food  and 
Nutrition  Service,  has  determined  that 
there  be  a  45-day  comment  period;  a  60- 
day  comment  period  would  preclude  the 
Department  from  meeting  the  mandated 
time  for  publishing  final  rules.  While  the 
changes  by  Sections  7  and  8  of  Public 
Law  96-58  are  not  under  the  same 
legislative  deadline,  the  Department 
believes  that  the  legislative  intent  was 
for  expeditious  processing  of  all  changes 
required  by  the  amendments. 
Consequently,  these  changes  were 
included  as  part  of  the  proposed 
rulemaking  on  Sections  4  through  6  of 
the  statute.  The  Department  urges 
interested  parties  to  comment  as  early 
as  possible  within  the  45  day  comment 
period  since  comment  analysis  must 
begin  immediately  after  the  comment 
period  in  order  to  publish  Hnal  rules 
within  150  days  of  enactment.  The 
Department  will  carefully  review  all 
comments  received  by  the  45th  day  and 
will  give  them  serious  consideration 
before  final  rulemaking  is  published. 

The  Department  cannot  guarantee 
consideration  of  comments  received 
after  the  45th  day. 

ADDRESS:  Comments  should  be 
submitted  to:  Alberta  C.  Frost,  Acting 
Deputy  Administrator  for  Family 
Nutrition  Programs,  Food  and  Nutrition 
Service,  USDA,  Washington,  D.C.  20250. 
All  written  comments  will  be  open  to 
public  inspection  at  the  offices  of  the 
Food  and  Nutrition  Service  during 
regular  business  hours  (8:30  a.m.  to  5:00 
p.m.,  Monday  through  Friday)  at  Room 
678,  500  12th  Street,  SW,  Washington, 

D.C. 

FOR  FURTHER  INFORMATION  CONTACT: 

Susan  McAndrew,  Chief,  Program 
Standards  Branch,  Program 
Development  Division,  Food  and 
Nutrition  Service,  Washington,  D.C. 

20250.  Phone  (202)  447-6535. 
SUPPLEMENTARY  INFORMATION: 

Social  Security  Numbers 

Provision  of  social  security  numbers. 
Public  Law  96-58  amended  the  Food 
Stamp  Act  of  1977  to  allow  the  Secretary 
to  require,  as  a  condition  of  eligibility 


for  participation  in  the  Food  Stamp 
Program,  that  each  household  member 
furnish  to  the  State  agency  their  social 
security  number  (SSN)  (or  numbers,  if 
they  have  more  than  one.) 

In  addition,  this  amendment 
speciflcally  allows  State  agencies  to  use 
social  security  numbers  "in  the 
administration  of  the  Food  Stamp 
Program"  and  grants  the  Secretary  and 
State  agencies  the  same  access  to  data 
pertaining  to  Supplemental  Security 
Income  (SSI)  recipients  as  the  access 
provided  to  the  Security  of  the 
Department  of  Health,  Education  and 
Welfare  (DHEW)  to  the  extent  the 
Secretary  and  the  Secretary  of  DHEW 
determine  necessary  for  the  purpose  of 
determining  or  auditing  a  household’s 
eligibility  to  receive  assistance  or  the 
amount  thereof  under  the  program  or 
verifying  information  related  thereto. 

Implementation.  Although  the 
legislation  does  not  mandate  a  specific 
implementation  date,  it  does  require  that 
Bnal  regulations  implementing  Section  4 
of  the  act  be  issued  within  150  days 
after  the  date  of  enactment.  In  keeping 
with  Congress’  mandate  to  promulgate 
these  regulations  expeditiously,  the 
Department  proposes  that  State 
agencies  begin  obtaining  household 
members’  SSN’s  as  soon  as  possible 
after  final  rules  are  published,  but  no 
later  than  120  days  from  the  date  of 
publication  of  final  rules.  It  is  the 
Department’s  opinion  that  the  impact  of 
obtaining  SSN’s  for  food  stamp 
applicants  and/or  participants  will  be 
lessened  since  SSN’s  are  already 
available  for  significant  portions  of  the 
food  stamp  caseload.  For  that  portion  of 
the  caseload  which  also  receives  public 
assistance  (PA)  there  will  already  be 
recorded  SSN’s  for  all  household 
members  since  this  is  already  a 
requirement  for  PA  households.  In 
addition,  individuals  receiving  social 
security  or  SSI  benefits  and  the  working 
members  of  non-assistance  households 
will  also  have  SSN’s.  The*  Department 
estimates  that  less  than  half  the  food 
stamp  caseload  will  not  have  or  will  not 
know  their  SSN’s.  The  Department  is 
proposing  that  State  agencies  obtain 
individuals'  SSN’s  at  the  time  of 
application,  recertification  or  at  any 
office  contact.  This  would  eliminate  the 
need  for  a  massive  desk  review  effort 
and  gives  State  agencies  an  opportunity 
to  gradually  meet  this  requirement;  this 
should  avoid  seriously  increasing  a 
State  agency’s  workload. 

Requiring  the  SSN  as  a  condition  of 
eligibility.  The  amendment  states  that 
"the  Secretary  and  State  agencies  may 
(1)  require,  as  a  condition  of  eligibility 
for  participation  in  the  Food  Stamp 
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Program,  that  each  household  member 
furnish  to  the  State  agency  their  social 
security  account  numbers  *  *  * 

,  In  proposing  that  social  security 
numbers  be  required  as  a  condition  of 
eligibility,  the  Department  researched 
the  Congressional  intent  in  passing  this 
amendment.  It  is  clear  from  the 
legislation  background  that  Congress 
views  the  requiring  of  an  SSN  as  a 
condition  of  eligibility  as  an  antifraud 
provision  (Cong.  Rec.  July  27, 1979  p. 
S10778).  llie  intent  is  to  use  social 
security  numbers  in  computer  matching 
and  other  techniques  to  prevent 
duplicate  participation  and  to  allow 
States  to  more  readily  identify  those 
households  that  have  unreported 
earnings  or  have  reported  their  earnings 
incorrectly  (Cong.  Rec.  July  27, 1979,  p. 
S10779).  The  Department  shares  the 
concerns  of  Congress  expressed  in  the 
legislative  history  and  is  therefore 
proposing  to  mandate  the  requiring  of 
SSN's  as  a  condition  of  eligibility. 

While  it  is  clear,  as  explained  above, 
that  obtaining  household  members' 
SSN's  must  be  a  requirement  for 
applicants  and  participants,  it  is  also 
apparent  that  Congress  intended  that 
provisions  be  made  to  allow  an 
individual's  participation  pending 
receipt  of  an  SSN  from  the  Social 
Security  Administrative  (SSA).  In  Cong. 
Rec.  August  2. 1979  H7067,  it  is  stated 
that  individuals  not  previously  assigned 
'  a  social  security  number  would  be 
eligible  to  participate  while  waiting  for 
the  SSN  to  be  assigned,  as  long  as  the 
individuals  apply  for  and  susequently 
furnish  SSN's.  Congress  also  specifically 
indicated  that  individuals  entitled  to 
expedited  service  would  be  permitted  to 
furnish  a  social  security  number  after 
receiving  their  first  allotment:  this  is 
intended  to  avoid  delay  in  benehts 
simply  because  a  social  security  number 
cannot  be  immediately  furnished  (Cong. 
Rec.  August  2. 1979,  H7076). 
Consequently,  the  Department  is 
proposing  that  any  household  member 
who  does  not  have  an  SSN,  does  not 
know  the  SSN,  or  does  not  know  if  he  or 
she  has  an  SSN,  and  does  apply  for  the 
SSN,  may  continue  to  participate  for  90 
days  pending  receipt  of  the  number.  The 
Department  researched  with  SSA  the 
length  of  time  it  takes  to  process  an 
paplication  for  an  SSN.  Based  on  study 
information,  the  average  processing  time 
from  the  completion  of  the  application 
for  an  SSN  to  the  date  of  SSN  issuance 
is  approximately  31  days.  However, 
because  the  processing  time  may  vary 
depending  on  the  difHculty  in  obtaining 
required  verincation  and  on  the 
particular  ofrice  handling  the 
application,  the  Department  believes 


that  the  proposed  90  day  time  frame  (for 
participation  pending  receipt]  is  needed 
to  allow  ample  time. 

In  this  situation  the  Department  feels 
it  is  justifrable  to  ask  individuals  to 
provide  documentation  that  they  have, 
in  fact,  applied  for  and  SSN  and  why  it 
is  delayed  (e.g.  problems  with  locating  a 
birth  certificate  etc.)  and  this  is  reflected 
in  the  proposed  rules.  As  long  as  the 
indindual  has  applied  for  an  SSN  and 
has  provided  SSA,  to  the  best  of  ability, 
with  all  necessary  information,  it  is  the 
Department's  opinion  that  the  household 
member  should  not  be  penalized  for 
processing  delays  and  thus  may 
continue  to  participate.  Further,  a 
household's  certification  will  not  be 
delayed  solely  to  validate  an  SSN 
provided  for  any  household  member. 

The  Department  is  proposing  that  as 
soon  as  all  other  steps  necessary  for 
certification  have  been  completed  a 
household  must  be  certified  rather  than 
wait  for  validation  of  a  social  security 
number.  If  all  other  certification  steps 
are  completed  in  less  than  30  days,  the 
household  should  be  certified  at  that 
point,  rather  than  be  required  to  wait 
until  later  in  the  30  day  period  because 
the  State  agency  has  not  completed 
validation  of  an  SSN. 

Obtaining  and  verifying  the  SSN.  The 
proposed  rules  state  that  for  those 
household  members  who  have  an  SSN, 
the  State  agency  shall,  at  the  time  of 
application,  recertification,  or  any  office 
contact,  record  the  SSN  and  verify  it 
either  by  matching  the  reported  number 
with  computer  tapes  from  SSA  (such  as 
BENDEX  or  SDX  tapes)  or  printouts 
from  SSA,  or  by  viewing  a  document 
with  the  social  security  number  on  it, 
(such  as  a  driver's  license,  or  a  social 
security  card).  It  is  the  Department's 
opinion,  after  discussion  with  SSA,  that 
verification  of  the  SSN  is  important: 
reporting  the  numbers  verbally  often 
results  in  inaccurate  transcription  and  if 
there  is  anything  questionable  about  an 
SSN  it  should  be  completely  validated  to 
avoid  the  confusion  caused  by  an 
incorrect  SSN,  Once  an  SSN  has  been 
validated,  verification  must  be  recorded 
by  the  State  agency  to  prevent  the  need 
for  reverification  in  the  future. 

The  Department  is  proposing  two 
possible  procedures  for  obtaining  SSN's 
of  household  members  who  do  not  have 
a  number,  do  not  know  their  SSN  or  do 
not  know  if  they  have  a  number.  The 
individual  needing  an  SSN  may  either 
apply  for  the  number  directly  at  the  SSA 
ofrice  or  the  State  agency  can  offer  to 
complete  the  application  for  a  social 
security  number.  Form  SS-5,  and  note 
on  the  SS-5  the  documentation  provided 
by  the  individual  as  verification  of 


identity,  age,  and  citizenship /alien 
status.  However,  the  latter  procedure 
shall  only  be  used  in  States  which  have 
a  agreement  with  SSA  which  allows  the 
States  to  take  the  SS-5  application  and 
record  the  necessary  verihcation  in  the 
same  way  an  SSA  staff  person  does  in 
their  District  Offices.  Currently.  33  State 
agencies  have  such  an  agreement  with 
SSA  and  handle  obtaining  SSN's  for 
AFDC  and/or  medicaid  in  this  manner. 
These  States  will  need  to  renegotiate 
their  agreements  with  SSA  since  most  of 
the  existing  agreements  apply  only  to 
AFDC  and/  medicaid.  The  remaining 
State  agencies  require  their  clients  for 
those  two  programs  to  apply  directly  at 
SSA  offices.  The  Department  does  want 
to  offer  the  household  members  all 
assistance  possible  in  meeting  the  SSN 
requirement  and  consequently  proposes 
that,  when  individuals  opt  to  apply 
directly  to  SSA,  the  State  agency  inform 
the  inchvidual  where  to  apply  and 
discuss  with  them  what  they  will  need 
to  present  as  evidence  of  identity,  age, 
and  citizenship  or  alien  status. 

Failure  to  comply.  The  legislative 
.background  to  the  amendment  clearly 
indicates  the  Congressional  intent 
relative  to  those  individuals  failing  to 
comply  with  this  requirement.  In  the 
Cong.  Rec.  August  2, 1979,  p.  H7067,  it  is 
stated  that  the  provision  requiring  social 
security  numbers  as  a  condition  of 
eligibility 

*  *  *  would  permit  an  individual  to  be 
barred  from  receiving  food  stamps  if  that 
individual  had  been  assigned  a  social 
security  number,  but  refused  to  provide  it  to 
the  State  agency.  Individuals  not  previously 
assigned  a  social  security  number  could  also 
be  prevented  from  participating  unless  the 
individual  applied  for  and  subsequently 
furnished  a  social  security  number.  The 
income  and  resources  of  the  individual 
disqualified  for  failure  to  provide  a  social 
security  number  would  be  counted  in  the 
same  way  an  individual's  income  and 
resources  are  counted  when  a  person  is 
disqualified  for  fraud  or  for  failure  to  meet 
the  student  work  registration  requirement 
during  the  school  year. 

The  proposed  regulations  follow  the 
Congressional  intent  In  addition,  the 
Department  is  proposing  a  good  cause 
provision.  It  is  the  Department's  position 
that  household  members  should  not  be 
penalized  when  they  have  applied  for  an 
SSN,  and  through  no  fault  of  their  own, 
do  not  receive  it  in  a  timely  manner. 
Consequently,  if  the  State  agency 
determines  that  a  household  member 
has  beeniinable  to  obtain  an  SSN,  with 
good  cause,  that  individual  will  not  be 
disqualified.  Examples  of  good  cause 
would  include  a  delay  in  SSA 
processing  the  application  for  an  SSN,  a 
delay  in  obtaining  a  birth  certificate,  a 
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delay  in  obtaining  alien  status  papers, 
etc. 

The  Department  discussed  with  SSA 
whether  or  not  all  legal  aliens  can 
obtain  an  SSN.  Currently,  SSA  issues 
SSN's  to  aliens  admitted  for  permanent 
residence,  for  refugees,  and  for  those 
legal  temporary  aliens  who  are  given 
employment  authorization  by  the 
Immigration  and  Naturalization  Service 
(INS).  Legal  temporary  aliens  who  do 
not  have  documentation  to  show  that 
they  are  “employment  authorized”  are 
only  issued  SSN’s  when  they  have  valid 
nonwork  reasons. 

Preliminary  discussions  with  SSA 
indicate  that  eligibility  for  food  stamps 
would  be  considered  a  justiHcation  for  a 
legal  temporary  alien  to  be  issued  an 
SSN. 

Use  of  SSN.  The  Department  believes 
it  was  Congress’  intent  that  SSN’s  be 
used  as  an  antih'aud  device.  The 
legislative  background  indicates  that 
Congress  envisioned  State  agencies 
using  the  SSN’s  to  prevent  duplicate 
participation  and  to  detect 
underreported  or  unreported  income  by 
matching  reported  income  against  data 
from  other  federal  programs. 

The  amendment,  as  enacted,  specifies 
that  State  agencies  shall  have  the  same 
access  that  has  been  provided  to  HEW 
to  the  information  regarding  individual 
food  stamp  program  applicants  and 
participants  who  receive  benefits  under 
title  X’V’I  of  the  Social  Security  Act, 
provided  that  the  Secretary  of  DHEW 
concurs  that  access  to  SSI  information  is 
within  the  purposes  set  forth  in  the  ' 
statute.  This  access  will  enable  State 
agencies  to  determine  SSI  households' 
eligibility  to  receive  benefits,  the  amount 
of  the  benefits  and  to  verify  reported 
income  information.  The  proposed 
regulations  provide  for  this  type  of 
suage  of  SSN’s. 

Mass  changes.  The  Department 
believes  that  prompt  implementation  of 
the  SSN  requirement  will  greatly 
facilitate  making  mass  changes, 
specifically  the  SSI  and  social  security 
cost-of-living  changes  which  occur 
annually.  In  the  past,  some  States  have 
made  cost-of-living  increases  for 
recipients  of  social  security  and  SSI 
benefits  automatically  while  other  have 
made  such  changes  on  an  as  reviewed 
or  as  reported  basis.  This  has  resulted  in 
a  lack  of  uniformity  and  inequity  in 
tienefit  levels  since  some  individuals’ 
benefits  were  reduced  more  quickly 
than  others.  Because  of  the  availability 
of  information  on  these  changes  from 
SSA,  by  social  security  number,  the 
Department  expects  mass  changes  in 
social  security  and  SSI  benefits  to  be 
reflected  more  promptly.  Therefore, 
lighter  time  frames  for  making  these 


changes  are  incorporated  into  this 
proposal.  For  the  July  1980  changes. 
States  must  adjust  benefit  levels  within 
180  days  and  beginning  in  July  1981, 
within  90  days.  If,  by  July  1980,  all  cases 
containing  individuals  who  receive  SSI 
or  social  security  benefits,  have  not  had 
SSN’s  obtained  or  recorded  through 
recertification  or  any  office  contact,  the 
State  agency  will  have  to  identify  these 
individuals  by  means  of  a  desk  review. 
The  desk  review  will  serve  to  identify 
individuals  for  whom  SSN’s  are  needed 
and  will  allow  the  State  agency  to 
contact  these  individuals  and  obtain 
their  SSN’s  for  use  in  making  the  annual 
cost-of-living  increase  adjustments. 
Since  all  individuals  receiving  social 
security  or  SSI  will  already  have  SSN’s, 
obtaining  them  for  food  stamp  purposes 
should  be  neither  costly  nor  time 
consuming.  The  Department  expects 
that  the  availability  of  SSN’s  in  the 
future  will  readily  identify  persons 
affected  by  beneht  changes  from  other 
programs  as  well,  since  SSN’s  are 
widely  used  as  an  identifier.  The  use  of 
SSN’s  to  make  changes  for  increases  in 
social  security  and  SSI  benefits  is  of 
particular  significance  given  the  cost 
confstraints  on  the  program. 

The  Department’s  proposal  to  allow 
180  days  for  the  July  1980  changes  and 
90  days  thereafter  is  designed  to  allow 
State  agencies  which  cannot  make  these 
changes  by  computer  to  schedule 
recertifications  for  households  with  SSI 
or  social  security  income  during  these 
periods. 

Fraud  Disqualification  and  Recoupments 

Section  5  of  Pub.  L  96-58  amends 
Section  6(b]  of  the  Food  Stamp  Act  of 
1977  to  provide  that  following  any 
disqualification  from  the  program  for 
fraud  no  individuals  shall  be  eligible  to 
participate  in  the  program  unless  he  or 
she  agrees  to  repayment  of  the 
fraudulently  received  benefits. 
Repayment  may  be  made  through  either 
a  reduction  in  the  allotment  the 
household  would  otherwise  receive  or 
through  repayment  in  cash,  in 
accordance  with  a  reasonable  schedule, 
over  a  period  of  time  sufficient  to 
reimburse  the  amount  of  the 
fraudulently  received  benefits.  If  the 
individual  elected  repayment  in  cash  but 
failed  to  meet  the  repayment  schedule, 
the  household  is  subject  to  appropriate 
allotment  reductions. 

Implementation.  State  agencies  would 
implement  the  program  changes 
contained  in  this  proposal  on  fraud 
disqualification  and  recoupments  on  or 
before  July  1, 1980.  Within  120  days  of 
implementation  the  Food  and  Nutrition 
Service  would  begin  returning  to  each 
State  agency  50  percent  of  the  value  of 


all  funds  or  allotments  recovered  or 
collected  through  prosecution  or  other 
State  activities  directed  against 
individuals  who  fraudulently  obtain 
food  stamps.  • 

Disqualification  for  failure  to  repay.  If 
the  individual  who  committed  fraud 
does  not  agree  to  a  reduction  in  the 
household’s  allotment  or  does  not  agree 
to  pay  the  fraud  claim  in  cash,  this 
proposed  rulemaking  would  allow  the 
State  agency  to  disqualify  the  individual 
until  the  person  agrees  to  repay  in  cash 
or  agrees  to  the  allotment  reduction.  The 
household  would  be  sent  an  agreement 
letter  at  the  time  of  disqualification,  and 
a  follow-up  letter  sent  the  month  prior  to 
the  end  of  the  disqualification  period  if 
the  household  failed  to  respond  initially. 
*1110  period  of  disqualification  would 
then  be  extended  immediately  if  the 
household  again  failed  to  respond.  The 
income  and  resources  of  the  individual 
disqualified  for  failure  to  repay  the 
fraud  claim  would  be  counted  in  the 
same  way  an  individual’s  income  and 
resources  are  currently  counted  when 
that  person  is  disqualified  for  fraud  or 
for  failure  to  meet  the  student  work 
registration  requirement  during  the 
school  year.  The  income  of  the 
disqualified  member  is  prorated  and  the 
amount,  less  the  disqualifed  member’s 
share,  is  considered  available  to  the 
remaining  members.  The  disqualified 
members  resources  are  considered 
available  in  total. 

Collection  of  fraud  claims.  In  order  to 
collect  fraud  claims.  States  must 
currently  rely  on  voluntary  repayment 
by  the  household  or  incur  the  expense  of 
initiating  a  civil  court  action  to  obtain 
repayment.  The  1979  Amendments 
provide,  through  allotment  reduction,  a 
simple  and  efficient  mechanism  for 
collecting  fraud  claims  if  the  household 
cannot  or  will  not  make  cash 
repayments.  As  a  result,  it  is  anticipated 
that  the  percentage  of  fraud  claims 
collected  will  substantially  increase 
without  increasing  the  administrative 
costs  of  collecting  these  claims.  These 
collection  procedures  should  also 
discourage  persons  from  conunitting 
fraud. 

State  share  of  recovery.  States  are 
currently  required  to  return  to  the 
Federal  Government  all  funds  collected 
from  housedholds  that  have  repaid  the 
value  of  any  food  stamps  overissued  to 
them.  The  Food  Stamp  Act  Amendments 
of  1979  revise  Section  16(a)  of  the  Food 
Stamp  Act  of  1977  to  allow  each  State  to 
retain  50  percent  of  the  funds  it  recovers 
or  collects  from  persons  that  have 
committed  fraud  as  determined  in 
accordance  with  the  Food  Stamp  Act  of 
1977.  This  provision  will  provide  an 
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incentive  for  States  to  pursue  collection 
of  fraud  claims,  particularly  in  those 
cases  where  recoupment  of 
disqualification  is  currently  ineffective 
because  the  household  is  ineligible. 

The  Department  is  proposing  a  new 
method  for  States  to  submit  funds 
recovered  from  all  types  of 
overissuances.  States  would  no  longer 
forward  checks  to  FNS  for  overissuance 
recoveries.  The  tetter  of  credit  would  be 
amended  quarterly  to  reflect  50  percent 
retention  of  funds  recovered  from  fraud 
claims  and  to  reflect  the  full  value  of 
nonfraud  claims  which  are  still  fully 
payable  to  FNS.  If  needed,  the  letter  of 
credit  would  also  be  adjusted  to  reflect 
recovery  of  funds  from  claims  resulting 
from  State  negligence.  States  would 
continue  to  report  claims  on  Form  FNS- 
209,  Status  of  Claims  Against 
Households.  The  amount  of  fraud  claims 
would  be  indicated  on  the  FNS-209  and 
on  other  letter  of  credit  documents  as 
required  by  FNS.  This  new  method  will 
permit  States  to  retain  funds  to  meet 
administrative  costs  until  such  time  as 
the  letter  of  credit  is  adjusted. 

This  proposal,  in  accordance  with  the 
1979  amendments,  also  provides  that 
persons  involved  in  making  fraud 
determinations  are  not  to  benefit  from 
the  amount  of  such  recoupments  or 
collections.  This  prohibition  on  the  use 
of  revenues  collected  in  this  manner  will 
assure  the  impartiality  of  officials 
making  fraud  adjudications. 

Repayment  schedules.  As  discussed 
earlier,  the  1979  Amendments  direct  the 
Secretary  to  establish  a  reasonable 
restitution  schedule,  either  through  cash 
repayment  or  recoupment  through 
allotment  reduction,  that  will  be 
sufficient  over  time  to  reimburse  the 
Federal  Government  for  the  value  of 
fraudulently  obtained  food  stamps. 

If  the  individual  agrees  to  a 
repayment  in  cash,  the  Department 
proposes  that  the  claim  be  collected  in 
full  if  the  individual  is  financially  able  to 
pay  the  Indebtedness  in  one  lump-sum. 
If,  however,  the  individual  is  financially 
unable  to  pay  the  indebtness  in  one 
lump-sum,  the  Department  suggests  that 
installment  payments  be  accepted  that 
are  at  least  equal  to  the  minimum 
allotment  for  the  size  of  the  household 
of  which  such  individual  is  a  member. 

In  developing  a  recoupment  schedule, 
the  Department  considered  three 
options:  recoupment  of  a  flat  percentage 
of  the  food  stamp  allotment;  recoupment 
of  any  amount  over  and  above  the 
minimum  bonus;  and  recoupment  of  the 
whole  allotment.  The  Department 
proposes  to  recoup  a  flat  percentage  of 
the  food  stamp  allotment,  primarily 
because  it  is  a  uniform  standard  and 
employs  a  single  mathematical 


calculation.  A  flat  percentage  also  has 
the  advantage  of  encouraging 
households  to  continue  program 
participation,  thereby  ensuring  that  the 
overissuances  are  recovered.  The 
Department  is  proposing  that  25  percent 
of  the  food  stamp  allotment  be 
recouped,  except  in  special 
circumstances,  but  welcomes  comments 
on  this  particular  issue  as  we  recognize 
that  this  proposal  is  of  substantial 
concern. 

In  the  event  the  household  member 
found  guilty  of  fraud  joins  another  food 
stamp  household,  the  Department 
proposes  that  the  State  agency  initiate 
collection  action  against  the  household 
containing  the  fraudulent  individual. 
This  proposal  conforms  most  closely  to 
the  language  in  the  law  which  states 
that  no  disqualified  individual  shall  be 
eligible  to  participate  in  the  Food  Stamp 
Program  unless  such  individual  agrees 
to  a  reduction  in  the  allotment  of  the 
household  of  which  such  individual  is  a 
member. 

In  addition,  the  Department  proposes 
that  when  a  court  of  appropriate 
jurisdiction  fails  to  specify  a  specific 
disqualification  period  for  fraudulent 
conduct  that  a  six-month 
disqualification  period  be  employed 
since  the  Food  Stamp  Act  of  1977 
mandates  a  period  of  not  less  than  six 
and  not  more  than  twenty-four  months. 
This  change  is  proposed  to  make  the 
processing  of  court-handled  cases  more 
equitable  with  that  of  fraud  cases 
processed  through  administrative 
hearings.  A  period  of  disqualification  is 
alw'ays  imposed  where  guilt  is 
established  in  fraud  hearings.  This  is 
also  proposed  to  more  closely  follow  the 
legislative  history  of  the  1977  Act  which 
indicates  that  persons  committing  fraud 
should  be  subject  to  separate  actions- 
punishment  and  recovery. 

Administiative  fraud  hearing.  It  has 
come  to  the  Department's  attention  that 
some  State  agencies  are  not  vigorously 
applying  the  administrative  fraud 
hearing  provisions  specified  in  Section 
273.16(dj  of  the  Food  Stamp  Regulations. 
Some  State  agencies  are  choosing  t9 
interpret  this  regulatory  language  as 
being  discretionary  permitting  them  to 
either  conduct  or  refuse  to  conduct 
administrative  fraud  hearings  at  their 
option  on  a  Statewide  basis.  Regardless, 
this  system  is  mandated  and  must  be 
available  for  use. 

The  Department  recognizes  that  there 
have  been  factors  influencing  State 
agency  hesitancy  to  pursue  fraud 
hearings  in  the  past.  However,  with  the 
new  provisions  on  recoupment  as  a 
method  of  overissuance  recovery  as  well 
as  the  50  percent  payment  to  the  State 
for  monies  recovered,  additional 


incentives  to  pursue  fraud  hearings  will 
be  in  place.  One  additional  change  the 
proposed  regulations  will  permit  is  that 
administrative  fraud  hearings  for 
currently  ineligible  participants  be 
initiated  by  the  State  agency  to 
substantiate  fraud  and  that  a  period  of 
disqualifleation  be  instituted  if  the 
household  member  ever  becomes 
eligible  for  the  program  again. 

Likewise,  because  the  Department 
recognizes  that  some  State  agencies  are 
concerned  about  the  cost  of  conducting 
an  administrative  fraud  hearing  and 
have  suggested  that  the  $35  limit,  below 
which  fraud  hearings  could  not  be 
conducted,  be  raised,  the  Department 
will  accept  comments  on  the  limit  to  be 
imposed.  These  comments  will  be 
carefully  considered  in  determining  the 
amount  below  which  fraud  hearings 
would  not  be  conducted. 

It  is  hoped  that  intensive  public 
scrutiny  will  assist  the  Department  in 
drafting  flnal  regulations.  In  formulating 
comments,  particular  attention  should 
be  given  in  the  area  of  percentages  of 
allotments  to  be  recouped.  However, 
comments  on  all  aspects  of  the  proposed 
rules  will  be  considered.  In  reading  this 
proposed  rulemaking  on  collection  of 
fraud  claims,  it  will  be  useful  to  refer  to 
other  rulemakings  of  the  Department. 
These  other  publications  are  the  final 
rules  implementing  major  aspects  of  the 
Food  Stamp  Act  of  1977  published  on 
October  17, 1978,  (43  FR  47846)  and  the 
preamble  to  the  May  2. 1978  proposal  (43 
FR  18874). 

Group  Living  Arrangements 

One  of  the  objectives  of  the  1979 
amendments  to  the  Food  Stamp  Act  of 
1977  is  to  provide  that  certain  disabled 
or  blind  residents  of  State  certified  small 
group  living  arrangements  are  permitted 
to  participate  in  the  Food  Stamp 
Program  if  otherwise  eligible.  These 
disabled  or  blind  residents  must  be 
receiving  social  security  benefits  under 
title  II  (Social  Security  Disability)  or  title 
XVI  (Supplemental  Security  Income — 
SSI),  and  they  must  be  living  in  a  public 
or  private  nonprofit  group  living 
arrangement  that  serves  no  more  than 
sixteen  residents  and  is  certified  by  the 
appropriate  State  agency  under 
regulations  issued  under  Section  1616(e) 
of  the  Social  Security  Act. 

In  reading  this  proposed  rulemaking 
on  the  group  living  arrangement 
provisions  in  the  1979  amendments  to 
the  Food  Stamp  Act  of  1977,  it  will  be 
helpful  to  refer  to  other  rulemakings  of 
the  Department. 

These  other  publications  are  the  final 
rules  implementing  major  aspects  of  the 
Food  Stamp  Act  of  1977  published  on 
October  17, 1978;  the  regulations 
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pertinent  to  Authorized  Firms  published 
on  September  22. 1978  (43  FR  43272)  and 
Food  Stamps*  Miscellaneous 
Amendments  and  interpretations 
published  on  June  8. 1979  (44  FR  33380). 
This  is  of  particular  signiHcance  since 
treatment  of  these  households  has  been 
structured  much  the  same  as  for 
residents  of  drug  and  alcoholic 
treatment  facilities  in  keeping  with 
legislative  intent.  Among  the  provisions 
carried  over  from  the  treatment  facilities 
regulations  are  the  disqualification  of 
group  homes  found  to  have 
misappropriated  coupons. 

Implementation.  The  1979 
Amendments  to  the  Food  Stamp  Act  of 
1977  require  that  the  provision  for 
certain  disabled  or  blind  residents  of 
State  certified  small  group  living 
arrangements  to  be  able  to  participate  in 
the  Food  Stamp  Program  be 
implemented  in  all  States  by  July  1, 1980. 

Definitions.  The  Department  proposes 
to  amend  definitions  in  Part  271 
concerning:  "Eligible  food",  and  “Retail 
food  store”  and  to  added  a  new 
definition:  “Group  living  arrangement." 

Eligible  food.  A  revision  similar  to  the 
one  described  above  is  proposed  to 
provide  that  meals  prepared  for  elderly 
persons  or  SSI  recipients,  or  both,  are 
eligible  foods.  In  addition,  the  eligible 
foods  definition  is  revised  to  include,  as 
eligible  food,  meals  prepared  for  blind 
or  disabled  residents  by  authorized 
group  living  arrangement  facilities. 

Public  Law  96-58  calls  for  the 
participation  of  group  living 
arrangements  in  the  Program. 

Group  Living  Arrangements.  The 
Department  has  taken  the  definition  of 
group  living  arrangements  from  Pub.  L. 
96-58  and  has  added  a  provision  that 
group  living  arrangement  facilities 
provide  care  and/or  protective  oversight 
for  their  residents.  The  regulations 
would  require  that  group  living 
arrangement  facilities  must  provide  care 
or  protective  oversight  for  no  more  than 
sixteen  residents  and  must  be  certified 
by  the  appropriate  State  agency  or 
agencies  under  regulations  issued  under 
section  1616(e)  of  the  Social  Security 
Act.  Additionally,  these  residents  must 
be  receiving  benefits  under  social 
security  disability  (title  II)  or 
Supplemental  Security  Income — SSI 
(title  XVI)— of  the  Social  Security  Act. 

Purpose.  The  proposed  regulations 
provide  for  certain  disabled  or  blind 
residents  of  State  certified  small  group 
living  arrangement  facilities  to 
participate  in  the  Food  Stamp  Program 
under  the  same  conditions  currently  in 
effect  for  drug  addicts  and  alcoholics  in 
residential  treatment  programs. 

The  proposed  regulations  exempt  from 
the  definition  of  institution  public  or 


private  nonprofit  group  living 
arrangements  that  serve  no  more  than 
sixteen  residents  and  that  are  State 
certified  under  regulations  issued  under 
section  1616(e)  of  the  Social  Security 
Act.  Basic  policy  is,  and  has  been,  that 
residents  of  institutions  are  not  eligible 
because  the  institution  provides  all 
meals  to  the  individual,  the  intent  here 
is  to  cover  alternatives  that  come  closer 
to  family  or  household  living 
arrangements  in  which  individuals  may 
assume  some  responsibility  for  food 
purchase  and  preparation  even  though 
these  group  living  arrangement  facilities 
provide  care  and/or  protective  oversight 
over  their  residents. 

Certain  disabled  or  blind  residents  in 
these  group  living  arrangements  may  be 
able  to  participate  in  the  Food  Stamp 
Program  since  they  will  no  longer  be 
considered  residents  of  an  institution. 
However,  disabled  or  blind  residents 
who  receive  title  II  or  title  XVI  benefits 
are  not  categorically  eligible  for  Food 
Stamp  Program  benefits.  They  must 
meet  all  Food  Stamp  Program  eligibility 
criteria.  If  eligible,  these  residents  will 
be  certified  to  participate  in  the  Food 
Stamp  Program  as  one-person 
households. 

Responsible  staff  members  of  group 
living  arrangements  facilities  will  act  as 
authorized  representatives  for  residents. 
These  authorized  representatives  will 
make  application  for  and  receive  and 
spend  the  coupon  allotments  on  behalf 
of  eligible  residents. 

The  group  living  arrangement  facility 
may  spend  the  coupon  allotment  in 
authorized  retail  food  stores.  If  it  wishes 
to  redeem  food  coupons  through 
wholesalers,  the  group  living 
arrangement  facility  must  be  authorized 
by  FNS  as  a  retail  food  store. 

Approval  of  retail  food  stores  and 
wholesale  food  concerns.  On  June  8, 
1979,  the  Department  published  final 
rules  which  included  an  amendment 
stating  that  alcoholic  and  drug  addiction 
treatment  and  rehabilitation  programs 
do  not  have  to  be  authorized  as  retail 
food  stores  in  order  for  their  residents  to 
be  certified  to  participate  in  the 
Program.  Therefore,  treatment  and 
rehabilitation  programs  will  be 
authorized  only  if  they  wish  to  redeem 
food  stamps  through  wholesalers.  The 
proposed  regulations  include  this 
provision.  In  addition,  a  paragraph  is 
added  to  the  section  on  approval  of 
retail  food  stores  to  allow  the 
participation  of  group  living 
arrangement  facilities  in  the  program  in 
accordance  with  Public  Law  96-58. 

Section  278  is  amended  to  state  that 
group  living  arrangement  facilities 
authorized  as  retail  food  stores  may  not 
redeem  food  stamps  at  banks. 


Therefore,  it  is  proposed  that  Parts 
271,  272,  273,  and  278  be  amended  as 
follows: 

PART  271— GENERAL  INFORMATION 
AND  DEFINITIONS 

1.  In  §  271.2  it  is  proposed  that  the 
definitions  of  “eligible  foods”  and  “retail 
food  store"  be  amended  and  a  new 
definition  for  “group  living 
arrangement”  be  added  to  read  as 
follows: 

§  271.2  Definitions 

***** 

“Eligible  foods"  means  (1)  any  food  or 
food  product  intended  for  human 
consumption  except  alcoholic 
beverages,  tobacco,  and  hot  foods  and 
hot  food  products  prepared  for 
immediate  consumption;  (2)  seeds  and 
plants  to  grow  foods  for  the  personal 
consumption  of  eligible  households;  (3) 
meals  prepared  and  delivered  by  an 
authorized  meal  delivery  service  to 
households  eligible  to  use  coupons  to 
purchase  delivered  meals;  or  meals 
served  by  a  communal  dining  facility  for 
the  elderly,  or  SSI  households,  or  both, 
to  households  eligible  to  use  coupons  for 
communal  dining;  (4)  meals  prepared 
and  served  by  an  authorized  drug  addict 
or  alcoholic  treatment  and  rehabilitation 
center  to  households  eligible  to  use 
coupons  to  purchase  those  meals;  (5) 
meals  prepared  and  served  by  an 
authorized  group  living  arrangement 
facility  to  residents  who  are  blind  or 
disabled  recipients  of  benefits  under 
title  II  or  XVI  of  the  Social  Security  Act: 
and  (6)  in  the  case  of  certain  eligible 
households  living  in  areas  of  Alsaka 
where  access  to  food  stores  is  extremely 
difficult  and  the  households  rely  on 
hunting  and  fishing  for  subsistence, 
equipment  for  the  purpose  of  procuring 
food  for  eligible  households,  including 
nets,  lines,  hooks,  fishing  rods, 
harpoons,  knives,  and  other  equipment 
necessary  for  subsistence  hunting  and 
fishing  but  not  equipment  for  the 
purpose  of  transportation,  clothing,  or 
shelter  nor  firearms,  ammunition  or 
other  explosives. 

***** 

“Group  living  arrangement”  means  a 
public  or  private  nonprofit  facility  which 
provides  care  and/or  protective 
oversight  for  no  more  than  sixteen 
disabled  or  blind  residents  who  are 
recipients  of  benefits  and  under  title  II 
(Social  Security  Disability]  or  title  XVI 
(Supplemental  Security  Income  (SSI))  of 
the  Social  Security  Act,  and  which  is 
certified  by  the  appropriate  State  agency 
or  agencies  under  regulations  issued 
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under  Section  1616(e)  of  the  Social 
Security  Act. 

***** 

“Retail  food  store"  means  (1)  an 
establishment  or  recognized  department 
of  an  establishment,  or  a  house-to-house 
trade  route,  whose  eligible  food  sales 
volume  is.  more  than  50  percent  staple 
food  items  for  home  preparation  and 
consumption;  (2)  public  or  private 
communal  dining  facilities  and  meal 
delivery  services  and  drug  addict  or 
alcoholic  treatment  and  rehabilition 
programs  and  public  or  private  nonprofit 
group  living  arrangements;  (3)  any  store 
selling  equipment  for  procuring  food  by 
hunting  and  fishing  to  eligible 
households  in  Alaska,  as  specified  in  the 
definition  of  eligible  food;  (4)  any 
private  nonprofit  cooperative  food 
purchasing  venture,  including  those 
whose  members  pay  for  food  prior  to 
receipt  of  the  food;  and  (5)  a  farmers' 
market. 

***** 

PART  272— REQUIREMENTS  FOR 
PARTICIPATING  STATE  AGENCIES 

2.  A  new  subparagraph  (9)  is  added  to 
§  272.1(g)  to  read  as  follows: 

§  272.1  General  terms  and  conditions. 
***** 

(g)  Implementation.  *  *  * 

(9)  Amendment  154.  State  agencies 
shall  implement  the  program  changes 
required  by  Amendment  154  as  follows: 

(i)  State  agencies  shall  require  social 
security  numbers  for  all  new 
applications  and  recertifications  no  later 
than  120  days  from  the  date  of 
publication  of  final  rules.  Participating 
households  shall  be  requested  to 
provide  or  apply  for  social  security 
numbers  (SSN)  for  ail  household 
members  at  recertification  or  at  the  time 
of  office  contact  for  any  other  reason. 

For  those  households  which  contain 
individuals  receiving  social  security 
and/or  SSI,  and  whose  recertifications 
are  not  scheduled  until  after  July  1980, 
the  State  agency,  in  order  to  meet  the 
requirements  for  mass  changes  as 
contained  in  §  273.12(e)(3)  as  amended, 
shall  review  such  cases  in  order  to 
contact  those  households  so  that  they 
may  obtain  SSN's  within  180  days  from 
July  1, 1980. 

(ii)  If  any  member(s)  of  a  household 
cannot  provide  their  SSN  at  the  time  of 
application,  recertification,  or  any  office 
contact  they  shall  apply  for  a  SSN  in 
accordance  with  §  273.6  as  amended. 

(iii)  State  agencies  shall  implement 
the  fraud  disqualification  procedures 
and  the  fraud  claim  procedures 
contained  in  §§  273.16,  273.17  and  273.18 


no  later  than  120  days  from  the  date  of 
publication  of  Hnal  rules. 

(iv)  FNS  shall  return  to  each  State 
agency  50  percent  of  the  value  of  all 
funds  or  allotments  recovered  or 
collected  120  days  from  the  date  of 
publication  of  final  rules  through 
prosecutions  or  other  State  activities 
directed  against  individuals  who 
fraudently  obtained  food  stamps. 

(v)  State  agencies  shall  implement  the 
provisions  regarding  group  living 
arrangements  on  or  before  July  1. 1980. 

PART  273— CERTIFICATION  OF 
ELIGIBLE  HOUSEHOLDS 

3.  In  §  273.1,  it  is  proposed  that  a  new 
subparagraph  (3)  be  added  to  §  273.1(e) 
and  subparagraph  §  273.1(f)(2)  be 
amended  to  read  as  follows: 

§  273.1  Household  concept 
***** 

(e)  Residents  of  institutions. 
Individuals  shall  be  considered 
residents  of  an  institution  when  the 
institution  provides  them  with  the 
majority  of  their  meals  as  part  of  the 
institution’s  normal  services  and  the 
institution  has  not  been  authorized  to 
accept  coupons.  Residents  of  institutions 
are  not  eligible  for  participation  in  the 
program,  with  the  following  three 
exceptions: 

***** 

(3)  Disabled  or  blind  recipients  of 
benefits  under  title  II  or  title  XVI  of  the 
Social  Security  Act  who  are  residents  of 
group  living  arrangements  as  defined  in 
§  271.2. 

***** 

Authorized  representatives.  *  *  * 

(2)  Drug  addict/alcoholic  treatment 
centers  and  group  homes  as  authorized 
representatives.  Narcotic  addicts  or 
alcoholics  who  regularly  participate  in  a 
drug  or  alcoholic  treatment  program  on 
a  resident  basis  and  disabled  or  blind 
recipients  of  benefits  under  title  II  or 
title  XVI  of  the  Social  Security  Act  who 
are  residents  of  group  living 
arrangement  facilities  as  defined  in 
§  271.2  may  elect  to  participate  in  the 
Food  Stamp  Program.  The  residents 
shall  apply  and  be  certified  for  program 
participation  through  the  use  of  an 
authorized  representatives  who  shall  be 
an  employee  of  and  designated  by  the 
private  nonprofit  organization  or 
institution  that  is  administering  the 
treatment  and  rehabilitation  program  or 
public  or  private  nonprofit  group  living 
arrangement.  The  organization  or 
institution  shall  apply  on  behalf  of  each 
addict  or  alcoholic  or  each  disabled  or 
blind  resident  receiving  benefits  under 
title  II  or  title  XVI  of  the  Social  Security 
Act  and  shall  receive  and  spend  the 


coupon  allotment  for  food  prepared  by 
and/or  served  to  the  addict  or  alcoholic 
or  disabled  or  blind  resident  receiving 
benefits  under  title  II  or  title  XVI  of  the 
Social  Security  Act.  The  organization  or 
institution  shall  also  be  responsible  for 
complying  with  the  requirements  set 
forth  in  §  273.11(e). 
***** 

4.  In  §  273.2,  a  new  subparagraph  (v) 
is  added  to  §  273.2(f)(1),  subparagraph 
(i)  of  §  273.2(f)(9)  is  revised,  and 
subparagraphs  273.2(i)(3)(ii)  and  (4)(i) 
are  amended  to  read  as  follows: 

§  273.2  Application  processing. 
***** 

(f)  Verification.  *  *  * 

(1)  Mandatory  verification.  *  *  * 

(v)  Social  Security  Numbers.  The 
social  security  number(s)  (SSN)  reported 
to  the  State  agency  by  the  household 
shall  be  veriHed  by  the  State  agency. 
However,  the  State  agency  shall  not 
delay  certification  of  an  otherwise 
eligible  household  solely  to  validate  any 
member’s  SSN,  even  if  the  30  day 
processing  period  has  not  expired.  As 
soon  as  all  other  steps  necessary  to 
certify  a  household  are  completed 
except  for  validation  of  an  SSN,  the 
State  agency  must  certify  the  household. 
Verihcation  shall  be  completed  either  at 
initial  application  or  at  the  time  of  or 
prior  to  the  household’s  next 
recertification.  The  SSN  (s)  shall  be 
verified  in  one  of  the  following  ways: 

(A)  Matching  the  reported  SSN  with 
information  supplied  by  the  Social 
Security  Administration  (SSA)  (such  as 
BENDEX  or  SDX  computer  tapes  or 
printouts);  or 

(B)  Observing  the  household 
member’s  social  security  card  or  any 
document  containing  the  SSN.  If  the 
individual  has  no  social  security  card  or 
the  social  security  number  appears 
questionable,  the  State  agency  shall 
verify  the  number  on  the  card  either  by 
matching  it  with  SSA  tapes  or 
submitting  or  having  the  individual 
submit  Form  SS-5,  Application  for  a 
Social  Security  Number,  to  the  Social 
Security  Administration.  In  the  latter 
case,  the  State  agency  shall  advise  the 
individuals  where  to  file  and  discuss 
with  them  what  evidence  will  be 
needed.  Once  an  SSN  has  been  verified, 
the  State  must  annotate  its  file 
accordingly  to  prevent  the  need  for 

re  verification  in  the  future. 
***** 

(9)  Verification  subsequent  to  initial 
certification,  (i)  Recertification.  At 
recertification,  the  State  agency  shall 
verify  a  change  in  income,  medical 
expenses  or  actpal  utility  expenses 
claimed  by  a  household  if  the  source  has 
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changed  or  the  amount  has  changed  by 
more  than  $25  since  the  last  time  they 
were  verified.  State  agencies  may  verify 
income,  actual  utility  expenses,  or 
medical  expenses  claimed  by 
households  which  are  unchanged  or 
have  changed  by  $25  or  less,  provided 
verification  is,  at  a  minimum,  required 
when  information  is  questionable  as 
defined  in  paragraph  (f)(2)  of  this 
section.  Unchanged  information,  other 
than  income  and  medical  or  utility 
expenses,  shall  not  be  verified  at 
recertification  unless  the  information  is 
questionable  as  defined  in  paragraph 
(f)(2)  of  this  section.  Newly  obtained 
social  security  numbers  shall  be  verified 
at  recertification  in  accordance  with 
verification  procedures  outlined  in 
§  273.2(f)(l)(v). 

*  *  *  *  « 

(i)  Expedited  service.  *  *  • 

(3)  Processing  Standards.  *  *  * 

(ii)  Drug  addicts  and  alcoholics,  group 
living  arrangement  facilities.  For 
residents  of  drug  addiction  or  alcoholic 
treatment  and  rehabilitation  centers  and 
residents  of  group  living  arrangement 
facilities  who  are  entitled  to  expedited 
service,  the  State  agency  shall  mail  an 
ATP  or  coupons  or  have  the  ATP  or 
coupons  available  for  pick-up  no  later 
than  seven  working  days  following  the 
date  the  application  was  filed. 
***** 

(4)  Special  procedures  for  expediting 

service.  *  *  * 

(i)  To  expedite  the  certification 
process,  the  State  agency  shall  postpone 
the  verification  required  by  §  273,2(f). 
However,  the  household’s  identity  and 
residency  shall  be  verified  through  a 
collateral  contact  or  readily  available 
documentary  evidence.  Examples  of 
acceptable  documentary  evidence  which 
the  household  may  provide  include,  but 
are  not  limited  to,  a  driver’s  license, 
work  or  school  I.D„  voter  registration 
card  or  birth  certificate.  Households 
entitled  to  expedited  service  shall  be 
permitted  to  furnish  or  apply  for  a  social 
security  number  after  receiving  their 
first  allotment  in  accordance  with 
paragraph  (iii).  The  household’s  income 
statements  shall  be  verified  through  a 
collateral  contact,  or  readily  available 
documentary  evidence  whenever  it  can 
be  done  in  sufficient  time  to  meet  the 
expedited  processing  standards. 
However,  benefits  shall  not  be  delayed 
beyond  the  delivery  standard  described 
in  paragraph  (i)(3)  of  this  section  solely 
because  income  has  not  been  verified. 

5.  In  §  273.6  SSI  cash-out  States  is 
renumbered  §  273.20  and  §  273.6  is 
retitled  Social  Security  Numbers.  The 
new  §  273.6  reads  as  follows: 


§  273.6  Social  sacurity  numbers. 

(a)  Requirement  for  participation.  (1) 
The  State  agency  shall  require  that  a 
household  participating  or  applying  for 
participation  in  the  Food  Stamp  Program 
provide  the  State  agency  with  the  social 
security  number  (SSN)  (or  numbers  if 
they  have  more  than  one  number)  of 
each  household  member.  The  State 
agency  shall  explain  to  applicants  and 
participants  that  refusal  to  provide  an 
SSN  will  result  in  disqualification  of  the 
individual  who  refuses  to  comply  in 
accordance  with  paragraph  (c)  of  this 
section.  ’The  State  agency  shall  also 
inform  applicants  and  participants  how 
the  SSN  will  be  used. 

(2)  If  any  household  member(s)  is 
unable  to  provide  the  State  agency  with 
an  SSN  prior  to  certification  or 
recertification,  the  member  who  does 
not  have  an  SSN,  and  therefore  must 
apply  for  one,  shall  be  allowed  to 
participate  for  90  days  from  the  date  of 
application  pending  receipt  of  the  social 
security  number. 

(3)  If  the  SSN  has  not  been  obtained 
within  the  90  days  and  the  participant 
cannot  show  good  cause  why  an  SSN 
has  not  been  obtained,  the  participant 
shall  be  disqualified  in  accordance  with 
subparagraph  273.6(c).  If  the  SSN  has 
not  been  obtained  within  the  time  limit 
but  good  cause  has  been  established, 
then  the  participant  may  continue  to 
participate  provided  the  individual  has 
documentation  indicating  they  have,  in 
fact,  applied  for  the  SSN.  Household 
members  without  an  SSN  shall  be 
eligible  to  participate  while  waiting  for 
the  Social  Security  Administration 
(SSA)  to  issue  an  SSN  as  long  as  they 
have  applied  for  the  number,  made 
effort  to  provide  SSA  with  th  necqssary 
information,  and  can  document  this.  If 
SSA  determines  that  an  applicant  will 
not  qualify  for  an  SSN  then  that 
individual  shall  be  disqualified  from 
participation  in  the  Food  Stamp 
Program. 

(b)  Obtaining  SSN’s  for  all  food  stamp 
household  members.  (1)  for  those 
individuals  who  provide  SSN’s  prior  to 
certification,  recertification  or  at  any 
office  contact,  the  State  agency  shall 
record  the  SSN  and  verify  it  in 
accordance  with  §  273.2(f)(l)(v). 

(2)  For  those  individuals  who  do  not 
have  an  SSN,  the  State  agency  shall  use 
one  of  the  following  two  procedures: 

(i)  In  a  State  where  an  agreement 
exists  between  the  State  agency  and 
SSA  which  allows  the  State  agency  to 
complete  the  application  for  an  SSN, 
Form  SS-5.  the  State  agency  shall  offer 
to  and  shall  complete  this  form  at  the 
household’s  request.  To  complete  the 
form,  the  State  agency  can  complete  the 


SS-5  only  when  this  agreement  between 
SSA  and  the  State  exists. 

(ii)  If  the  household  member  elects  to 
complete  the  SS-5  and  apply  to  the  SSA 
directly,  or  in  a  State  in  which  no 
agreement  with  SSA  exists,  the  State 
agency  shall  inform  the  household 
member  where  to  apply  and  what 
information  will  be  needed.  The  State 
agency  should  suggest  that  the 
household  member  ask  for  proof  of 
application  from  SSA,  in  the  event  their 
application  is  not  processed  within  the 
90  days  time  period  described  in 
paragraph  (a)  of  this  section.  The  SSA 
normally  uses  the  Receipt  for 
Application  for  a  Social  Security 
Number,  Form  SSA-5028,  as  evidence 
that  an  individual  has  applied  for  an 
SSN. 

(3)  for  those  individuals  who  do  not 
know  if  they  have  an  SSN,  or  are  unable 
to  find  their  SSN,  the  State  agency  shall 
follow  the  procedures  described  in 
subparagaph  (2)  (i)  and  (ii)  above. 

(c)  Failure  to  comply.  It  the  State 
agency  determines  that  a  household 
member(s)  has  refused  to  provide  an 
SSN  or  has  failed  without  good  cause  to 
obtain  an  SSN,  that  individual(s)  shall 
be  ineligible  to  participate  until  that 
individual  complies.  This 
disqualification  applies  to  the 
individual(s)  alone  and  not  to  the  entire 
household.  'The  earned  or  unearned 
income  of  an  individual  disqualified 
from  the  household  for  failure  to  comply 
with  this  requirment  shall  be  handled  as 
outlined  in  §  273.9(b)(3)  of  these 
regulations. 

{d)  Determining  good  cause.  In 
determining  if  good  cause  exists  for 
failure  to  comply  with  the  requirement 
to  provide  the  State  agency  with  an 
SSN,  the  State  agency  shall  consider 
information  from  the  household  member, 
the  Social  Security  Administration  and 
the  State  agency  (especially  if  the  State 
agency  was  designated  to  send  the  SS-5 
to  SSA  and  either  did  not  process  the 
SS-5  or  did  not  process  it  in  a  timely 
manner).  Documentary  evidence  or 
collateral  information  that  the 
household  has  applied  for  the  number 
and  made  every  effort  to  supply  SSA 
with  the  necessary  information  shall  be 
considered  good  cause  for  not 
complying  timely  with  this  requirement. 

(e)  Ending  disqualification.  The 
household  member(s)  disqualified  may 
become  eligible  upon  providing  the  State 
agency  with  an  SSN  or  demonstrating 
that  an  application  has  been  made  at 
SSA  for  a  social  security  number. 

(f)  Use  of  SSN.  With  the  concurrence 
of  the  Secretary  of  the  Department  of 
Health,  Education,  and  Welfare,  the 
State  agency  shall  use  social  security 
numbers  in  the  administration  of  the 
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Food  Stamp  Program.  State  agencies 
shall  have  access  to  information 
regarding  individual  Food  Stamp 
Program  applicants  and  participants 
who  receive  beneHts  under  title  XVI  of 
the  Social  Security  Act  to  determine 
such  a  household's  eligibility  to  receive 
assistance  and  the  amount  of  assistance, 
or  to  verify  information  related  to  the 
benefits  of  these  households.  State 
agencies  shall  use  the  State  Data 
Exchange  (SDX)  to  the  maximum  extent 
possible.  Tlie  State  agency  should  also 
use  the  SSN’s  to  prevent  duplicate 
participation,  to  facilitate  mass  changes 
in  Federal  beneHts  as  described  in 
§  273.12(e](3)  and  to  determine  the 
accuracy  and/or  reliability  of 
information  given  by  households. 

6.  In  $  273.9,  it  is  proposed  that 
subparagraph  (b)(3}  be  revised  to  read 
as  follows; 

§  273.9  Income  and  deductions. 

•  •  «  •  • 

Definition  of  income.  *  •  * 

(3)  The  earned  or  unearned  income  of 
an  individual  disqualified  from  the 
household  for  hraud  in  accordance  with 
S  273.16,  for  failing  to  comply  with  the 
student  work  registration  requirements 
in  §  273.7(bK9Ki)  or  for  failing  to  comply 
with  the  requirement  to  provide  an  SSN 
in  accordance  with  §  273.6,  shall 
continue  to  be  counted  as  income,  less 
the  pro  rata  share  for  the  individual. 
Procedures  for  calculating  this  pro  rata 
share  are  described  in  §  273.11. 

7.  In  §  273.10(f)(3)  it  is  proposed  that  a 
new  subparagraph  (iv)  be  added  as 
follows: 

§  273.10  Determining  househoid  eligibility 
and  benefit  levels. 

***** 

(f)  Certification  periods.  *  •  * 

(3)*  *  • 

(iv)  Households  receiving  SSI  and 
social  security  benefits,  in  States  which 
do  not  have  the  capability  to  efiect  at  a 
point  in  time,  mass  changes  in  benefits 
due  to  the  annual  cost-of-living 
increases,  shall  be  assigned  certification 
periods  that  ensure  that  they  are  due  for 
recertification  at  the  time  of  or 
immediately  after  the  SSI  and  social 
security  cost-of-living  increase. 
Households  entitled  to  a  certification 
period  of  up  to  12  months  as  discussed 
in  §  273.10(f)(3)(v)  shall,  on  a  one-time 
basis,  be  certified  for  less  than  a  year  in 
order  to  comply  with  this  provision. 
***** 

8.  In  §  273.11,  it  is  proposed  that  a  new 
subparagraph  (iii)  be  added  to  (c)(5), 
paragraph  (f)  be  relettered  as  paragraph 
(g)  and  the  new  paragraph  (f)  is  added 
to  read  as  follows: 


§  273.1 1  Action  on  households  with 
special  circumstances. 

*  *  *■  *  *  *. 

(c)  Treatment  of  income  and 
resources  of  disqualified  members. 
Individual  household  members  may  be 
disqualified  for  fi^ud,  for  failure  to  meet 
the  student  woiic  registration  * 

requirements  (hiring  the  school  year  or 
for  failure  to  obtain,  or  refusal  to 
provide,  an  SSN.  During  the  period  of 
time  a  household  member  is 
disqualified,  the  eligibility  and  benefit 
level  of  any  remaining  household 
members  shall  be  determined  as 
follows: 

***** 

(5)  Reduction  or  termination  of 

benefits  within  the  certification  period. 

*  *  * 

(iii)  SSN  disqualification.  If  a 
household’s  benefits  are  reduced  or 
terminated  within  the  certification 
period  because  one  or  more  of  its 
members  is  being  disqualified  for  failure 
to  meet  the  SSN  requirement,  the  State 
agency  shall  issue  a  notice  of  adverse 
action  which  informs  the  household  that 
one  or  more  of  its  members  is  being 
disqualified,  the  reason  for  the 
disqualification,  and  the  eligibility  and 
benefit  level  of  the  remaining  members. 
***** 

(f)  Residents  of  group  living 
arrangements  who  receive  social 
security  disability  or  SSI  payments.  (1) 
Disabled  or  blind  recipients  of  social 
security  disability  or  SSI  payments  who 
reside  in  a  group  living  arrangement 
facility  as  defined  in  §  273.1(e)(3)  may 
voluntarily  apply  for  the  Fo(>d  Stamp 
Program.  Resident  disabled  or  blind 
recipients  of  social  security  disability  or 
SSI  payments  shall  have  their  eligibility 
determined  as  a  one-person  househol(i 
The  State  agency  sh^  certify  these 
individuals  by  using  the  same  provisions 
that  apply  to  all  other  households  except 
that  certification  must  be  accomplished 
through  an  authorized  representative  as 
described  in  §  273.1(f)(5).  The  guidelines 
for  issuing  FNS  retailer  authorizations  to 
these  group  living  arrangement  facilities 
are  set  forth  in^S  278.1(e). 

(2)  Each  group  living  arrangement 
facility  shall  provide  ^e  State  agency 
with  a  certified  list  of  currently 
participating  residents.  'The  State  agency 
shall  require  tlie  list  on  a  periodic  basis. 
In  addition,  the  State  agency  shall 
conduct  periodic  random  onsite  visits  to 
assure  the  accuracy  of  the  listings  and 
that  the  State  agency’s  records  are 
consistent  and  up  to  date. 

(3)  The  following  provisions  apply  to 
residents  of  group  living  arrangements 
who  receive  social  security  disability  of 
SSI  payments: 


(i)  When  expedited  processing 
standards  as  described  in  S  273.2(i]  are 
necessary,  eligibility  for  the  initial 
application  shall  be  processed  on  an 
expedited  basis,  and  the  State  agency 
shall  complete  verification  and 
documentation  requirements  prior  to 
issuance  of  a  second  coupon  allotment; 

(ii)  When  normal  processing 
standards  apjdy.  the  State  agency  shaH 
complete  the  verification  and 
documentation  requirements  prior  to 
making  an  eligibility  determination  for 
the  initial  application; 

(iii)  The  State  agrnicy  shall  process 
changes  in  household  circumstances  and 
recertifications  by  using  the  same 
standards  that  apply  to  all  other  food 
stamp  householcls;  and 

(iv)  Resident  hous^olds  shall  be 
afforded  the  same  rights  to  notices  of 
adverse  action,  to  fair  hearings,  and  to 
entitlement  to  lost  benefits  as  are  all 
other  food  stamp  households. 

(4)  ’The  group  living  arrangement 
facility  shall  notify  the  State  agency,  as 
provided  in  {  273.12(a)  changes  in  the 
household's  income  mr  other  household 
circumstances  and  of  wh«a  the 
individual  leaves  the  group  living 
arrangement.  The  group  living 
arrangement  shall  return  to  the  State 
agency  a  household’s  ATP  card  or 
coupons  if  they  are  received  after  the 
household  has  left  the  group  living 
arrangement  facility. 

(5)  The  group  living  arrangement 
facility  sh^  provide  resident  disabled 
or  blind  recipients  of  social  security 
disability  or  SSI  payments  with  their  ID 
card  and  any  untransacted  A*!?  cards 
issued  for  the  household  when  the 
household  leaves  the  group  bving 
arrangemenL  If  the  ATP  card  has 
already  been  transacted  and  the 
house^ld  leaves  the  group  living 
arrangement  prior  to  the  16th  day  of  the 
mont^  the  group  living  arrangement 
facility  is  no  longer  allowed  to  act  as 
that  household's  authorized 
representative.  The  group  living 
arrangement  facility  shall,  if  possible, 
provide  the  household  with  a  change 
report  form  to  report  to  the  State  agency 
the  individual's  new  address  and  other 
circumstances  after  leaving  the  group 
living  arrangement,  and  shall  advise  the 
household  to  return  the  form  to  the 
appropriate  office  of  the  State  agency 
witliin  10  days. 

(6)  The  group  living  arrangement 
facility  shall  be  responsible  for  any 
misrepresentation  or  fraud  which  it 
knowingly  commits  in  the  certification 
of  its  residents.  As  an  authorized 
representative,  it  must  be 
knowledgeable  about  household 
circumstances  and  should  carefully 
review  those  circumstances  with 
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residents  prior  to  applying  on  their 
behalf.  The  group  living  arrangement 
facility  shall  be  strictly  liable  for  all 
losses  or  misuse  of  food  coupons  held 
on  behalf  of  resident  households  and  for 
all  overissuances  which  occur  while  the 
household  is  a  resident  of  the  group 
living  arrangement. 

(7)  The  group  living  arrangement 
facility  may  be  penalized  or  disqualihed, 
as  described  in  §  278.6,  if  it  is 
determined  administratively  or 
judicially  that  coupons  were 
misappropriated  or  used  for  purchases 
that  did  not  contribute  to  a  certified 
household’s  meals.  The  State  agency 
shall  promptly  notify  FNS  when  it  has 
reason  to  believe  that  a  group  living 
arrangement  facility  is  misusing  coupons 
in  its  possession.  However,  the  State 
agency  shall  take  no  action  prior  to  FNS 
action  against  the  group  living 
arrangement  facility.  The  State  agency 
shall  establish  a  claim  for  overissuance 
of  food  coupons  held  on  behalf  of 
resident  clients  as  stipulated  in 
paragraph  (f)(6)  of  this  section  if  any 
overissuance  are  discovered  during  an 
investigation  or  hearing  procedure  for 
redemption  violations.  If  FNS 
disqualifies  a  group  living  arrangement 
facility  as  an  authorized  retail  food 
store,  the  State  agency  shall  suspend  its 
authorized  representative  status  for  the 
same  period. 

9.  In  §  273.12,  it  is  proposed  that 
subparagraph  (e)(3)  be  revised  to  read 
as  follows: 

§  273.12  Reporting  changes. 

•  •  *  «  * 

(e)  Mass  changes.  *  *  * 

(3)  Mass  changes  in  Federal  benefits. 

(i)  State  agencies  shall  treat  cost-of- 
living  increases  received  in  July  1981 
and  all  other  subsequent  years  and  any 
other  mass  changes  in  social  security 
and  SSI  payments  as  a  mass  change  for 
food  stamp  purposes.  The  household 
shall  not  be  responsible  for  reporting 
these  changes.  The  State  agency  shall  be 
responsible  for  automatically  adjusting 
a  household's  food  stamp  benefit  level 
to  reflect  the  change  in  accordance  with 
the  procedures  in  paragraph  (ei(2)  of  this 
section,  or  as  noted  in  paragraph 
(e)(3)(ii)  of  this  section. 

(ii)  State  agencies  which  do  not  have 
the  capability  to  perform  a  point-in-time 
adjustment  of  the  entire  caseload  as 
required  by  paragraph  (e)(2)  of  this 
section,  shall  schedule  all  households 
containing  one  or  more  members  who 
receive  social  security  or  SSI  payments 
for  recertification  during  July,  August, 
and  September  of  each  year  so  that  the 
cost-of-living  increase  can  be  reflected 
in  a  timely  manner. 


(iii)  For  cost-of-living  increases 
scheduled  for  July  1980,  State  agencies 
which  currently  have  the  capability 
shall  treat  the  increases  as  a  mass 
change  in  accordance  with  the 
procedures  in  paragraph  (e)(2)  of  this 
section.  A  State  agency  is  capable  of 
treating  these  changes  as  a  mass  change 
if  the  State  agency’s  computer  system 
can  identify  by  social  security  number 
individual  household  members  receiving 
social  security  or  SSI  payments  and  the 
amount  of  these  payments,  and  the 
computer  system  can  extract  on  a  timely 
basis  the  new  income  data  from 
BENOEX  and  SDX  for  each  recipient.  All 
other  State  agencies  shall,  within  180 
days  of  the  effective  date  of  the 
increase,  identify  cases  receiving  social 
security  and  SSI  payments  and  reflect 
the  cost-of-living  increase  in  the 
household’s  allotment. 

10.  In  §  273.16,  it  is  proposed  that 
paragraphs  (a),  (d).  (d)(9)(ii),  and  (e)(3) 
be  amended  and  a  new  subparagraph  (4) 
be  added  to  §  273.16(e)  to  read  as 
follows: 

§  273.16  Fraud  disqualification. 

(a)  Fraud  disqualification  penalties. 
Individuals  found  to  have  committed 
fraud  through  an  administrative  fraud 
hearing  shall  be  ineligible  to  participate 
in  the  program  for  3  month.  Individuals 
found  guilty  of  criminal  or  civil  fraud  by 
a  court  of  appropriate  jiu'isdiction  shall 
be  ineligible  for  not  less  than  6  months 
and  not  more  than  24  months  as 
determined  by  the  court.  If  the  court 
fails  to  specify  a  disqualification  period 
for  the  fraudulent  act,  the  State  agency 
shall  impose  a  six-month 
disqualification  period.  State  agencies 
shall  disqualify  only  the  individual 
convicted  of  fraud  and  not  the  entire 
household.  After  any  specified  period  of 
disqualification,  the  individual  found 
guilty  of  fraud  will  continue  to  be 
ineligible  to  participate  in  the  Food 
Stamp  Program  if  the  individual  fails  to 
agree  to  either  a  repayment  in  cash  or  a 
reduction  in  the  food  stamp  allotment  of 
the  household  of  which  such  individual 
is  a  member  in  accordance  with  the 
procedures  established  in  §  273.18(e)(2). 
After  the  disqualification  period,  if  the 
individual  fails  to  make  cash  payments 
in  accordance  with  an  agreed  to 
schedule,  the  individual's  household  will  ‘ 
be  subject  to  allotment  reductions  in 
accordance  with  the  procedures 
established  in  $  273.18(e)(2)(i). 

Individuals  shall  be  permitted  to  make 
restitution  during  the  period  of 
disqualification  in  accordance  with  the 
established  procedures  for  recoupment 
or  cash  repayment. 

*  •  •  *  • 


(d)  Administrative  disqualification. 
Each  State  agency  shall  establish 
procedures  for  conducting  fraud 
hearings  which  must  conform  with  the 
procedures  outlined  in  this  section.  An 
administrative  fraud  hearing  should  be 
initiated  by  the  State  agency  in  cases  in 
which  the  State  agency  has  sufflcient 
evidence  to  substantiate  that  an 
individual  has  committed  one  or  more 
acts  of  fraud  as  deflned  in  paragraph  (b) 
of  this  section.  Such  cases  may  include 
those  in  which  the  State  agency  believes 
the  facts  of  the  individual  case  do  not 
warrant  civil  or  criminal  prosecution 
through  the  appropriate  court  system,  or 
has  previously  referred  the  case  for  such 
prosecution  and  prosecution  was 
declined  by  the  appropriate  legal 
authority.  The  State  agency  may  initiate 
an  administrative  fraud  hearing 
regardless  of  the  current  eligibility  of  the 
individual.  The  disqualification  period 
for  individuals  no  longer  participating  at 
the  time  the  hearing  decision  is  flnal 
shall  be  deferred  until  the  individual 
applies  for  and  is  determined  eligible  for 
program  benefits.  Fraud  hearings  shall 
not  be  conducted  if  the  amount  the  State 
agency  suspects  has  been  fraudulently 
obtained  is  less  than  $35  or  if  the  value 
of  the  ineligible  items  that  have  been 
purchased  with  food  stamps  is  under 
$35.  The  burden  of  proving  fraud  is  on 
the  State  agency.  'The  administrative 
fraud  hearing  may  still  be  conducted 
regardless  of  whether  other  legal  action 
is  planned  against  the  household 
member. 

•  •  *  *  * 

(9)  Notification  of  hearing  decision. 

H  H 

(ii)  If  the  administrative  fraud  hearing 
finds  that  the  household  member 
committed  fraud,  the  State  agency  shall 
mail  a  written  notice  to  the  household 
member  prior  to  disqualification.  The 
notice  shall  inform  the  household 
member  of  the  decision  and  the  reason 
for  the  decision.  The  notice  shall  also 
advise  the  remaining  household 
members,  if  any.  of  either  the  allotment 
they  will  receive  during  the  period  of 
disqualiflcation,  or  that  they  must 
reapply  because  the  certiflcation  period 
has  expired.  The  procedures  for 
handling  the  income  and  resources  of 
the  disqualified  member  are  described 
in  §  273.11.  For  State  level  decisions,  the 
notice  shall  inform  the  household  , 
member  of  the  date  disqualiflcation  will 
take  effect.  For  local  level  decisions,  the 
notice  shall  inform  the  household 
member  of  the  deadline  for  requesting  a 
State  level  hearing,  the  date 
disqualiflcation  will  take  effect  unless  a 
State  level  hearing  is  requested,  and  that 
benefits  will  be  continued  pending  a 
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State  level  hearing  if  the  household  is 
otherwise  eligible.  If  the  individual  is  no 
longer  participating,  the  notice  shall 
inform  the  in^vidual  that  the  period  of 
disqualification  will  be  deferred  until 
such  time  as  the  individual  again  applies 
for  and  is  determined  eligible  for 
program  benefits.  A  list  of  the  household 
member’s  rights  as  contained  in 
§  273.15(p1  and  the  State  level  hearing 
procedures  shall  be  enclosed  with  the 
local  fraud  hearing  decision  notice.  In 
addition,  the  State  agency  shall  initiate 
fraud  claiiO  collection  activities  in 
accordance  with  §  273.18(c}. 

«  *  *  *  • 

(e)  Court  imposed  disqualifications. 

«  *  * 

(3)  State  agencies  shall  disqualify  an 
in^vidual  found  guilty  of  fraud  for  the 
length  of  time  specified  by  the  court.  If 
disqualification  is  ordered  but  a  date  for 
initiating  the  disqualification  period  is 
not  specified,  the  State  agency  shall 
initiate  the  disqualification  period  for 
currently  eligible  individuals  with  the 
first  month  following  the  date  the 
disqualification  was  ordered.  If  the  court 
fails  to  specify  a  specific 
disqualification  period  for  the  fraudulent 
conduct  the  State  agency  shall  impose  a 
six-month  disqualification  period  which 
shall  begin  the  first  month  following  the 
date  the  court  found  a  currently  eligible 
individual  guilty  of  civil  or  criminal 
fraud.  If  the  individual  is  not  eligible  for 
the  program  at  the  time  thn 
disqualification  peHnd  is  to  begin,  the 
period  shall  be  postponed  until  the 
individual  applies  for  and  is  determined 
eligible  for  benefits.  A  court  ordered 
disqualification  may  run  concurrently 
with  the  3-month  period  of 
disqualification  imposed  as  a  result  of 
an  administrative  fraud  hearing.  The 
State  agency  shall  not  initiate  or 
continue  a  court  imposed  or 
administratively  imposed  fraud 
disqualification  period  contrary  to  a 
court  order. 

(4}  If  the  court  finds  that  the 
household  member  committed  fraud,  the 
State  Agency  shall  mail  a  written  notice 
to  the  household  member  prior, 
w'henever  possible,  to  disqualification. 
The  notice  shall  inform  the  household 
member  of  the  decision  and  the  reason 
for  the  decision.  The  notice  shall  also 
advise  the  remaining  household 
members,  if  any,  of  the  allotment  they 
will  receive  during  the  period  of 
disqualification  or  that  they  must 
reapply  because  the  certification  period 
has  expired.  The  procedures  for 
handling  the  income  and  resources  of 
the  disqualified  member  are  described 
in  §  273.11.  The  notice  shall  also  inform 
the  household  member  of  the  date 


disqualification  will  take  effect.  In 
addition,  the  State  agency  shall  initiate 
fraud  claim  collection  activities  in 
accordance  with  f  273.18(c). 
***** 

11.  In  §  273.18.  it  is  proposed  that 
paragraphs  (c)(3),  and  (4)  be  deleted  and 
subparagraph  (cj(2],  and  paragraphs  (d) 
and  (e)  be  amended;  subparagraph  (f)(2) 
renumbered  as  (f)(3)  and  subparagraphs 
(f)(1)  and  (f)(2)  amended.  The  amended 
paragraphs  read  as  follows; 

§  273.10  Claims  against  households, 
***** 

(c)  Fraud  claim.  *  *  * 

(2)  Collecting  fraud  claims,  (i)  If  a 
household  member  is  found  to  have 
committed  fraud  by  either  an 
administrative  fi'aud  hearing  or  a  court 
of  appropriate  jurisdiction,  the  State 
agency  shall,  prior  whenever  possible  to 
disqualification,  send  the  individual  a 
written  agreement  letter  for  restitution, 
designed  by  FNS,  which  informs  the 
individual  of  the  amount  owed,  the 
reason  for  the  claim,  the  period  of  time 
the  claim  covers,  any  offsetting  that  was 
done  to  reduce  the  claim,  the  types  and 
terms  of  each  restitution  schedule  which 
is  offered,  the  date  restitution  must 
commence,  the  penalties  involved  for 
default  as  well  as  the  household 
member’s  right  to  a  fair  hearing  if  the 
individual  disagrees  with  the  State 
agency’s  determination  of  the  claim.  In 
addition  to  the  written  agreement  letter 
for  restitution,  a  personal  contact  shall 
be  made,  if  possible.  The  State  agency 
shall  initiate  such  collection  unless  the 
household  has  repaid  the  overissuance 
as  a  result  of  nonfraud  demand  letters, 
the  State  agency  has  documentation 
which  shows  the  household  cannot  be 
located,  or  the  legal  representative 
prosecuting  a  member  of  the  household 
for  fraud  advises,  in  writing,  that 
collection  action  will  prejudice  the  case. 
In  cases  where  a  household  member 
was  found  guilty  of  fraud  by  a  court  the 
State  agency  shall  request  the  matter  of 
restitution  be  brought  before  the  court. 

(ii)  Mandatory  restitution  shall  begin 
the  month  following  the  month  the 
period  of  disqualification  ends.  If  the 
disqualified  individual  fails  to  agree  to 
make  restitution,  their  period  of 
disqualification  shall  continue  until  an 
agreement  is  made.  The  individual  who 
committed  fraud  or  the  household  may 
begin  restitution  prior  to  or  during  the 
period  of  disqualification  set  by  a 
hearing.  However,  the  penalities  in 
§  273.16(a)  shall  not  apply  except  in 
cases  of  mandatory  restitution.  'The 
State  agency  shall  follow  the  procedures 
for  collecting  and  submitting  payments 
as  well  as  the  applicable  accounting 
procedures  prescribed  in  paragraphs  (e). 


(f),  (g),  and  (h)  of  this  section.  FNS  may 
grant  deviations  from  the  designed 
demand  letter  under  conditions 
specified  in  §  273.2(b).  A  written 
demand  letter  for  a  fraud  claim  shall  be 
sent  even  if  the  household  has 
previously  received  a  nonfiraud  demand 
letter,  because  the  time  period  covered 
by  the  claim  is  different  for  fraud  and 
nonffaud  claims,  unless  the 
overissuance  is  repaid  as  a  result  of  tlie 
nonfrand  collection  efforts.  In  addition 
to  the  written  demand  letter,  a  personal 
contact  shall  be  made,  if  possible. 

(iii)  One  month  prior  to  the  end  of  the 
specified  period  of  disqualification,  if 
the  household  member  found  guilty  of 
fraud  has  not  responded  to  the  written 
agreement  letter,  the  State  agency  shall 
send  one  additional  follow-up  letter 
advising  the  individual  that  he  will 
continue  to  be  ineligible  to  participate  in 
the  Food  Stamp  Program  if  the 
individual  fails  to  agree  to  either  a 
reduction  in  the  household’s  food  stamp 
allotment  or  to  a  repayment  in  cash  in 
accordance  with  the  procedures 
established  in  paragraph  (e)(2)  of  this 
section.  Individuals  who  faU  to  agree  to 
make  restitution  in  accordance  with  the 
terms  of  the  written  agreement  shall 
continue  to  be  ineligible  to  participate  in 
the  Food  Stamp  Program.  'llie  State 
agency  shall  mail  a  written  notice  to  the 
household  member  informing  such 
individual  of  the  decision  and  the 
reason  for  the  decision.  The  notice  shall 
also  advise  the  remaining  household 
members,  if  any,  of  either  the  allotment 
they  will  receive  during  the  period  of 
disqualification  or  that  they  must 
reapply  because  the  certification  period 
has  expired.  'The  procedures  for 
handling  the  income  and  resources  of 
the  disqualified  member  are  described 
in  §  273.11.  The  period  of 
disqualification  continues  until  the 
fraudulent  individual  agrees  to  make 
restitution.  The  State  agency  may  also 
initiate  dvil  court  action  to  obtain  the 
claim. 

(iv)  If  after  the  specified  period  of 
disqualification,  the  household  member 
agrees  to  make  restitution,  the  State 
agency  shall  follow  the  procedures 
prescribed  in  paragraph  (e)(2)  of  this 
section  for  collecting  and  submitting 
payments  or  the  procedures  for  reducing 
the  food  stamp  allotment  of  the 
household  of  which  such  individual 
found  guilty  of  fraud  is  a  member. 

(v)  'The  State  agency  shall  suspend 
collection  action  at  any  time  it  has 
documentation  that  the  household 
member  found  guilty  of  fraud  cannot  be 
located.  A  claim  shall  be  determined 
uncoDectibie  after  it  is  held  in  suspense 
for  three  years.  The  State  agency  may 
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use  an  uncollectible  claim  to  offset 
benefits  in  accordance  with  §  273.17. 

(d)  Changes  in  household 
composition.  (1)  Nonfraud  claims.  If  a 
household's  membership  has  changed 
since  the  overissuance  occurred,  the 
State  agency  shall  initiate  collection 
action  against  the  head  of  the 
household.  If  the  head  of  the  household 
is  no  longer  living  or  cannot  be  located, 
the  State  agency  shall  initiate  collection 
action  against  the  household  containing 
a  majority  of  the  individuals  who  were 
household  members  at  the  time  the  error 
occurred. 

(2)  Fraud  claims.  If  the  household 
member  found  guilty  of  fraud  moves, 
resulting  in  a  change  in  household 
membership,  the  State  agency  shall 
initiate  collection  action  against  the 
household  currently  containing  the 
fraudulent  individual. 

(e)  Methods  of  collecting  payments. 

(1)  State  agencies  shall  collect  payments 
for  nonfraud  claims  in  one  of  the 
following  ways: 

(1)  Lump-sum.  State  agencies  shall 
collect  payments  from  households  in  one 
lump  sum  if  the  household  is  financially 
able  to  pay  the  claim  in  one  lump  sum. 

(ii)  Installments.  If  the  household  has 
insufficient  liquid  resources  or  is 
otherwise  financially  unable  to  pay  the 
claim  in  one  lump  sum,  payments  shall 
be  accepted  by  the  State  agency  in 
regular  installments.  If  the  full  amount  of 
the  claim  cannot  be  liquidated  in  3' 
years,  the  State  agency  shall 
compromise  the  claim  by  reducing  it  to 
an  amount  that  will  allow  the  household 
to  pay  the  claim  in  3  years.  A  State 
agency  may  use  the  full  amount  of  the 
claim  to  offset  in  accordance  with 
§  273.17. 

(2)  State  agencies  shall  collect 
payments  for  fraud  claims  in  one  of  the 
following  ways: 

(i)  Reduction  in  food  stamp  allotment. 
If  the  household  member  found  guilty  of 
fraud  agrees  to  a  reduction  in  the 
household's  food  stamp  allotment,  the 
State  agency  shall  discuss  with  the 
household  the  amount  of  food  stamps  to 
be  recouped  each  month.  The  amount  of 
food  stamps  to  be  recouped  each  month 
shall  be  25  percent  of  the  household's 
monthly  allotment.  Recoupment  of  less  • 
than  25  percent  shall  be  accepted  only 
of  it  results  in  equal  increments  or  if  the 
full  amount  can  be  recovered  within  a 
year  using  a  lesser  percentage.  If  the  full 
amount  of  the  claim  cannot  be 
liquidated  in  3  years,  the  State  agency 
shall  compromise  the  claim  by  reducing 
it  to  an  amount  that  will  allow  the 
household  to  make  restitution  within  3 
years.  A  State  agency  may  use  the  full 
amount  of  the  claim  to  offset  benefits  in 
accordance  with  §  273.17. 


(ii)  Repayment  in  cash.  If  the 
household  member  found  guilty  of  fraud 
agrees  to  a  repayment  in  cash,  and  the 
individual  is  financially  able  to  repay 
the  claim  in  full,  the  State  agency  shall 
collect  the  payment  in  one  lump-sum. 
However,  if  the  household  has 
insufficient  liquid  resources  or  is 
otherwise  unable  to  pay  the  claim  in  one 
lump  sum,  payments  shall  be  accepted 
in  regular  installments.  If  the  full  amount 
of  the  claim  cannot  be  liquidated  in  3 
years,  the  State  agency  shall 
compromise  the  claim,  by  reducing  it  to 
an  amount  that  will  allow  the  individual 
to  pay  the  claim  in  3  years.  A  State 
agency  may  use  the  full  amount  of  the 
claim  to  offset  benefits  in  accordance 
with  §  273.17.  If  the  household  member 
fails  to  make  a  payment  in  accordance 
with  the  established  restitution 
schedule,  the  State  agency  shall  initiate 
one  of  the  following  actions: 

(A)  If  the  household  member  fails  to 
make  any  payments,  the  State  agency 
shall  s  md  one  follow-up  notice.  If  the 
household  member  again  fails  to  make 
any  payments,  the  State  agency  shall 
follow  the  procedures  prescribed  in 
paragraph  (e)(2](i)  of  this  section  for 
reducing  the  household’s  food  stamp 
allotment. 

(B)  If  the  household  member  makes  a 
payment  that  is  less  than  the  amount 
established  in  the  restitution  schedule, 
the  State  agency  shall  determine  if  the 
household’s  economic  circumstances 
have  changed  necessitating  a  reduction 
in  the  amount  of  the  payments.  If  so,  the 
State  agency  and  the  household  member 
shall  execute  a  revised  repayment 
schedule.  If,  however,  the  household's 
economic  circumstances  have  not 
changed  and  the  household  is  still 
financially  able  to  pay  the  established 
claim,  then  the  State  agency  shall  follow 
the  procedures  established  in  paragraph 
(e)(2](i)  of  this  section  for  reducing  the 
household’s  food  stamp  allotment. 

(3)  State  agencies  may  initiate  civil 
court  action  to  obtain  payment  of  the 
claim  prior  to  the  end  of  the 
disqualification  period.  However,  the 
State  agency  shall  not  deny,  terminate 
or  reduce  a  household's  benefits  for 
failure  to  repay  a  claim,  to  agree  to  a 
repayment  schedule  or  to  make  the 
agreed  upon  payment,  unless  the  State 
agency's  request  for  repayment  of  a 
claim  is  after  the  period  of 
disqualification  and  the  household 
member  found  guilty  of  fraud  fails  to 
agree  to  make  restitution  in  accordance 
with  the  procedures  prescribed  in  this 
section. 

(f)  Submission  of  payments.  (1) 
Effective  July  1. 1980,  the  State  agency 
shall  no  longer  forward  to  FNS  value  of 
all  funds  collected  for  claims.  This 


amount  includes  the  total  value  of 
allotments  recouped  to  repay  fraud 
claims.  Alternatively,  FNS  will  amend 
the  State’s  letter  of  credit  on  a  quarterly 
basis.  This  amendment  will  reflect 
State's  retention  of  50  percent  of  the 
value  of  all  funds  collected  or  allotments 
recouped  through  prosecutions  or  other 
State  activities  directed  against 
individuals  who  fraudulently  obtain 
food  stamps  as  well  as  full  retention  by 
FNS  of  all  nonfraud  overissuance 
recoveries. 

(2)  Each  State  shall  also  submit  a 
Form  FNS-209,  Status  of  Claims  Against 
Households,  monthly  to  FNS  to  detail 
the  State’s  activities  relating  to  claims 
against  households.  This  report  is  due 
no  later  than  30  days  after  the  end  of 
each  calendar  month  and  shall  be 
submitted  even  if  the  State  agency  has 
not  collected  any  payments.  In  addition 
to  reporting  the  amount  of  funds 
recovered  from  fraud  claims  each  month 
on  Form  FNS-209,  the  State  agency  shall 
also  report  this  amount  on  other  letter  of 
credit  documents  as  required.  In 
accounting  for  fraud  claim  collections, 
the  State  agency  shall  include  in  the 
collections  cash  repayments,  and  the 
value  of  the  allotments  recouped  or 
offset  by  restoration  of  lost  benefits. 
However,  the  value  of  allotments 
reduced  during  periods  of 
disqualification,  including 
disqualification  due  to  an  individual’s 
failure  to  agree  to  repay  a  fraud  claim, 
shall  not  be  considered  recouped 
allotments  and  shall  not  be  used  to 
offset  a  fraud  claim.  In  addition,  each 
State  agency  shall  establish  controls  to 
ensure  that  officials  responsible  for 
fraud  determinations  will  not  benefit 
from  the  State  share  of  recoveries. 

*  *  «  *  • 

PART  278— PARTICIPATION  OF 
RETAIL  FOOD  STORES,  WHOLESALE 
FOOD  CONCERNS,  AND  BANKS 

13.  In  §  278.1,  it  is  proposed  that 
paragraph  (e)  be  revised  and  a  new 
paragraph  (f)  added  and  paragraphs  (f) 
through  (1)  relettered  (g)  through  (m). 

The  revised  paragraph  (e)  and  the  new 
paragraph  (f)  reads  as  follows: 

§  278.1  Approval  of  retail  food  stores  and 
wholesale  food  concerns. 

«  *  *  *  « 

(e)  Treatment  programs.  Drug  addict 
or  alcoholic  treatment  and  rehabilitation 
programs  wishing  to  redeem  through 
wholesalers  food  stamps  received  from 
or  on  behalf  of  their  particpants  must,  in 
addition  to  meeting  the  requirements  of 
paragraph  (a),  (b)  and  (d)(l]  of  this 
section,  be  certified  by  the  State  agency 
or  agencies  designated  by  the  Governor 
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as  responsible  for  the  State's  programs 
for  alcoholics  and  drug  addicts  under 
Public  Law  91-616,  "Comprehensive 
Alcohol  Abuse  and  Alcoholism 
Prevention,  Treatment,  and 
Rehabilitation  Act  of  1972,”  and  Public 
Law  92-255,  “Drug  Abuse  Office  and 
Treatment  Act  of  1972,”  as  providing 
treatment  that  can  lead  to  the 
rehabilitation  of  drug  addicts  and 
alcoholics.  In  addition,  the  certification 
must  show  that  the  treatment  program 
meets  the  standards  required  of 
treatment  programs  under  the 
supervision  of  the  State  agency  or 
agencies  designated  by  the  Governor  as 
responsible  for  the  State’s  programs  for 
alcoholics  and  drug  addicts.  Approval  to 
participate  is  automatically  cancelled  at 
any  time  that  a  program  loses  its 
certification  from  the  State  agency  or 
agencies. 

(f)  Group  living  arrangement 
facilities.  Group  living  arrangement 
facilities  wishing  to  redeem  through 
wholesalers  food  stamps  received  from 
or  on  behalf  of  their  residents  must,  in 
addition  to  meeting  requirements  of 
paragraphs  (a),  (b),  and  (d)(1)  of  this 
section,  be  certified  by  the  appropriate^ 
State  agency  or  agencies  under 
regulations'  issued  under  section  1616(e) 
of  the  Social  Security  Act.  Approval  to 
participate  is  automatically  cancelled  at 
any  time  that  a  program  loses  its 
certification  from  the  State  agency  or 
agencies. 

4  *  *  *  * 

§  278.2  [Amended] 

14.  In  §  278.2,  it  is  proposed  that 
paragraph  (g)  be  revised  by  adding  the 
words  “and  authorized  group  living 
arrangement  facilities”  after  the  word 
“programs”  in  the  final  sentence. 

Note. — Food  Stamp  forms  are  being  revised 
in  accordance  with  the  requirements  of  this 
amendment.  The  reporting  and/or  record 
keeping  requirements  anticipated  in  this 
amendment  resulting  from  the  forms 
revisions  will  be  forwarded  to  the  Office  of 
Management  and  Budget  for  approval  in 
accordance  with  the  Federal  Reports  Act  of 
1942. 

***** 

(91  Stat.  958  (7  U.S.C.  2011-2027))  ' 

Note. — ^This  proposal  has  been  reviewed 
under  the  USDA  criteria  established  to 
implement,  Executive  Order  12044, 

“Improving  Government  Regulations.”  A 
determination  has  been  made  that  this  action 
should  not  be  classified  as  significant.  Robert 
Greenstein,  Administrator  of  the  Food  and 
Nutrition  Service  has  determined  that  an 
emergency  situation  exists  which  warrants 
less  than  a  full  60-day  public  comment  period 
on  this  proposal  because  of  the  legislatively 
imposed  publication  and  implementation 
dates.  An  impact  statement  has  been 
prepared  and  is  available  from  Claire 


Lipsman,  Director,  Program  Development 
Division,  Food  and  Nutrition  Service,  U.S. 
Department  of  Agriculture,  Washington,  D.C., 
20250. 

(Catalog  of  Federal  Domestic  Assistance 
Programs  No.  10.551,  Food  Stamps) 

Dated:  October  26, 1979. 

Carol  Tucker  Foreman, 

Assistant  Secretary. 

(FR  Doc.  7»-33e94  Filed  10-30-79:  8:45  am) 
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THE  FEDERAL  REGISTER:  WHAT  IT  IS 
AND  HOW  TO  USE  IT  ^ 

FOR:  Any  person  who  uses  the  Federal  Register  and 

Code  of  Federal  Regulations. 

WHO;  The  Office  of  the  Federal  Register. 

WHAT:  Free  public  briefings  (approximately  2V*  hours) 
to  present: 

1.  The  regulatory  process,  with  a  focus  on  the 
Federal  Register  system  and  the  public's  role 
in  the  development  of  regulations. 

2.  The  relationship  between  Federal  Register 
and  the  Code  of  Federal  Regulations. 

3.  The  important  elements  of  typical  Federal 
Register  documents. 

4.  An  introduction  to  the  Finding  aids  of  the 
FR/CFR  system. 

WHY:  To  provide  the  public  with  access  to 

information  necessary  to  research  Federal 
agency  regulations  which  directly  affect 
~  them,  as  part  of  the  General  Services 
Administration's  efforts  to  encourage  public 
participation  in  Government  actions.  There 
will  be  no  discussion  of  specific  agency 
regulations. 

WASHINGTON.  D.C. 

WHEN:  ^ov.  16*  and  30:  Dec.  14;  at  9  a.m. 

(identical  sessions) 

WHERE;  Office  of  the  Federal  Register,  Room  9409. 

11(X)  L  Street  N.W.,  Washington.  D.C. 
RESERVATIONS:  Call  Mike  Smith.  Workshop 
Coordinator,  202-523-5235  or 
Gwendolyn  Henderson,  Assistant 
Coordinator,  202-523-5234. 

*  Note:  The  November  16  briefing  will  feature  an 
interpreter  for  hearing  impaired  persons.  For  further 
information  contact  Melanie  Yager  Williams  on  the  'ITY 
number  at  the  Office  of  the  Federal  Register  202-523-5239. 

DALLAS,  TEXAS 

WHEN:  December  8,  1979  at  9:30  a.m. 

WHERE:  Dunfey  Dallas  Hotel 

3600  West  Northwest  Highway 
Dallas,  Texas 

RESERVATIONS:  Call  Mary  Peters  (214)  445-0855 
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